
Global Prosperity Through
Market Unification

John C. Edmunds and John E. Marthinsen

C
Westport, Connecticut

London



Exhibits and Tables xi

Preface xv

Chapter i Introduction 1

Notes ' 7

Chapter 2 Financial Wealth Phenomenon 9

Introduction 9
National Currencies—Are They Needed? 11
Advantages of Currency Unification 14
National Balance Sheets 17
Investment Democratization 19
Active Versus Passive Funds 20
Country Sizes Restated 22
The Dollar As Lodestone and the Euro As the New Magnet 23
Forecasts of Country Sizes 25
Forecasting Regions' Financial Wealth 26
Conclusion: Whispered Orders 28
Notes 29

Chapter 3 Economic and Monetary Integration 31

Introduction 31
More about Monetary Unions 35
Condiiiohsfor a Successful Monetary Union 36
Costs and Benefits of a Monetary Union 38



. viii Contents

Concluding Question: Did European Economic and Monetary
Integration Create Net Economic Benefits? 41 *

Chapter 4 European Monetary Unification 43

Introduction to the European Monetary Union 43
Road to a European Monetary Union 44
Three Lessons Learned about Monetary Unions 59
Future European Monetary Union Members 61
The Euro and Its Future 64
The Future of the Euro Capital and Money Markets • 68
Did the European Monetary Union Create Wealth? Estimates

before and after Unification 70
Conclusion 74
Notes ' 75

Chapter 5 The Development a Common Currency in the
United States and Germany 79

Introduction 79
The Development of a Common Currency in the United States 80
The Development of a Common Currency in Germany 98
Conclusion 101
Notes 103

Chapter 6 Country Risk 111

Introduction • 111
A Few Words about Risk Premiums 114
The Major Components of Nominal Yield 115
The Market Value of Country Risk 125
Conclusion 130
Notes 130

Chapter 7 Hypothetical Examples of Wealth Creation in Asia
and Latin America 133

Introduction 133
Currency Unification in Asia 134
Currency Unification in Latin America 148
Conclusion 175
Notes 175

Chapter 8 Wealth Trajectories and Spillover Effects 181

Introduction 181
The Wealth Spillover Models 187
The Currency Stability Model 201



Contents ix

The World Financial Fluctuations Model 205
The Tobin Tax and the Tequila Incentive . 206
Implications and Conclusion 210
Notes - 210

Chapter 9 Implications and Conclusion 213

Bibliography 219

Appendices 223

Index • • 231


